Recession
Economics
Veterinarians and industry professionals
share information on the economic effects on
the veterinary profession as well as ideas on
how to weather the storm.
By Roxanne Hawn

An urban legend about veterinary medicine being recession-proof
likely stemmed from past nationwide downturns where many
practices held up just fine. As this now-global recession spreads,
veterinarians learn hard lessons about both invincibility and profitability. Yet, the profession isn’t nearly as hard hit as others are—like
the automakers or financial services sector.
“In past recessions, veterinary medicine has done well. Coming out
if not completely unscathed then relatively unscathed,” said Karen
E. Felsted, CPA, MS, DVM, CVPM, of the National Commission on
Veterinary Economic Issues (NCVEI). “But, I think this is a bigger recession. People are harder hit, or they are certainly more nervous.
We are feeling the impact of it, but I think we’re in a lot better position than [other industries].”
Veterinary medicine may be a little deflated, but it is not in total
meltdown. While things may feel bad, confronting any economic
challenge begins with a clear understanding of how things stand
and what focused responses will help practices weather the economic storm.

The State of the Profession

A report published in the Journal of the Veterinary
Medical Association (JAVMA) in August 2008 noted that spending on veterinary services
virtually doubled between 1980 and
2005. That’s real dollars, adjusted
for inflation. For your best clients,
the increase is even higher – 124%.
Advancements in therapeutic options combined with the power
of the human-animal bond, along
with other factors, have driven this
dramatic increase.

Depending upon how your practice capitalized on such market expansion, this recession likely looks one of two ways:
1. The end of a boom time, where annual revenue growth around
5% feels like a slowdown after years of 10% or even 20% upswings.
2. An actual downturn, with a true drop in revenue.
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“There is a fairly broad range of how practices
are impacted,” said Dr. Felsted. “There are
practices that are down 20-30%, then there
are practices that are doing just fine and are
not seeing any slowing whatsoever.”
NCVEI data from late 2008 shows overall transactions self-reported by commission participants are flat or down a bit, but that average
transaction charges (ATC) are holding steady
so far. Dr. Felsted primarily attributes ATC levels and even modest income growth to higher
product costs, rather than actual expansion.
Brakke Consulting, Inc., released a new study
called “Economy and Pet Care” in December
2008, and the data (collected in October and
November 2008) confirms this trend noted by
NCVEI. “The research showed that visits to veterinarians were flat overall, with a large segment of the profession registering declines,”
explained John Volk, senior consultant and
study manager. “What we saw was that basically one-third of veterinarians said they were
up, one-third said they were flat, one-third
said they were down. And, with two-thirds
either flat or down, that gives me pause.”
The Brakke study also collected information
from pet owners and found the following:
■ 46% indicated a worse financial situation
in 2008 over 2007
■ 27% reported a lower employment status of the chief household wage earner in
2008
■ Hardest hit were families in the Midwest
and those with annual household incomes
under $50,000
The study also showed “some indication that
pet owners may even be reducing the number of pets they own.”

FREE Tools

Yet, despite mainstream media reports of pets
abandoned in foreclosed homes and of localized animal shelter population spikes due to
the mortgage implosion, the Brakke study did
not find this to be a significant factor on the
veterinary market overall.
Former Senator Wayne Allard (R-CO), DVM,
noted in his final interview with JAVMA in
October 2008 that those in urban areas are
likely having more trouble from foreclosure
of homes in the community than those in rural areas (large animal practices) where there
probably wasn’t a lot of subprime activity.
Other than differences in margins, Christine
Merle, DVM, MBA, CVPM, a veterinary practice
consultant with Brakke, believes companion
animal practices – for both large and small animals – face similar financial challenges. Those
focusing more on food animal production,
however, work within a completely different
model, where treatment is based purely
on market economics, rather than emotion.

Clients Say Bull,
Veterinarians Say Bear

The Brakke study included
questions asking pet owners and veterinarians to
look ahead into 2009.
While answers about
future intentions are
not as reliable as
reports of past behavior, such data
provides interesting insights
into
how
people are
feeling.

The National Commission on Veterinary
Economic Issues (www.NCVEI.org) offers free online tools to help veterinary
practices figure out some of these
issues. Any member of either the
AVMA or AAHA can create an account and use more than a dozen
financial tracking tools.

When asked about 2009 versus 2008, pet
owners were “bullish” about the future. “In
other words,” said Volk, “there isn’t a lot of
doom and gloom hanging over the pet owning population.”
An American Kennel Club online poll taken in
late 2008 shows a similar outlook, where pet
owners consistently reported being willing to
give up all manner of discretionary spending
(takeout coffee, massages, spa treatments,
teeth whitening, fitness clubs, eating out, new
clothes, home remodeling) in order to
pay for a dog’s needs. Across
these kinds of ques-

tions, 97% of people said they would forego
such items “to afford a vet bill.”

likely to act sooner if a dog gets sick, rather
than playing the wait-and-see game.”

The AKC survey included other interesting replies that might help practices make informed
retail-side decisions:
■ 52% look for sales and/or clip coupons before shopping for pet products
■ 48% are purchasing fewer toys/treats and
other non-essential dog supplies
■ 34% have begun buying dog food in bulk

In fact, pet insurance sales and renewal rates
appear to be holding strong for now. According to a NCVEI/Brakke report on the pet
insurance market, expectations for continued growth are high. People inclined toward
insurance already rely on their veterinarian.
The study said, “They are disproportionately
valuable to the practice; pet insurance makes
them even more so.”

Michelle Barlak, AKC public relations manager,
says the club “encourages people to schedule
annual exams and recommends they not cut
back on quality dog food” to ensure dogs’
continued good health. AKC also believes pet
insurance is an important tool, especially in this economy.
“Those with insurance,” Barlak
said, “are
more

Brakke data shows veterinarians are less optimistic. Volk said, “They expect their business
to be more challenging in 2009.”
To adapt, some practices report postponing
major purchases and controlling staff costs,
including veterinarians. “What surprised me
about this is I’ve always thought about veterinarians as being sacrosanct in a practice,” Dr.
Felsted said. “If you take the 5% who say they
probably will lay off doctors and the 17% who
say they are thinking about it, that’s almost a
quarter, and to me, that’s a lot.”
Dr. Allard mentioned such concerns in his
JAVMA interview as well. He pointed out
that in the last recession in the 1980s,
he and his staff all took pay cuts to
avoid anyone losing their job.
“Those are the choices you may
have to face in a veterinary
practice, because people will
back off certain elective
procedures, and it could
have an impact on your
practice,” he said.
Dr. Merle suspects
that rather than
jobs being shed
from the profession, we’ll see
practices that

have been living month to month go under.
“That may be doom and gloom,” she admitted. “I do think that will happen, and I’m sad
to say that.”

The State of Your Practice

In many cases, business strategies behind the
scenes haven’t kept up with improvements in
veterinary medicine. Cracks in the armor are
starting to show. Step one in stemming either
fears of losses or actual loses, said Dr. Merle,
is having a strong financial understanding of
your business. That includes knowing where
money comes from activity-wise, figuring
out which services are profitable, and paying attention to the size and distribution of
expenses.
“For a lot of practices, they think it’s a good
month if they’ve paid all the bills and there’s
money left in the checking account,” said Dr.
Merle. “Now, when you have this economy
stretching, it’s pulled the curtain away and
exposed problems.”
Look for trends in your financial reality. Are
your numbers down because patient visits are
down? Or, are you down because your ATC is
down? Or both? Understanding your financial
basis also helps predict what is realistic in the
near future. Are things going to be not so bad?
Worrisome? Worse? When you have a good
idea how things will pan out if you continue
on the same path, alternate paths become
clearer.

Survival Strategies

Do not despair. Figure out what isn’t working and take action. The steps below can help
you reel in practice operations. Every little
adjustment helps tighten efficiencies and trim
budgetary fat. “As I’ve been talking to people,”
said Dr. Merle, “I tell them it’s about incremental changes, instead of big things.”
Trend: Falling patient visits
Action: Pull overdue exams and rechecks
from your computer system and put staff
to work calling those clients to schedule
appointments.
Trend: Falling ATC
Action: Look for small things that are easy
for clients to say “yes” to and that can have a
big impact on revenue. For example, renew
efforts to include fecals with every wellness
exam. “Everyone says a fecal isn’t a big deal,”
said Dr. Merle, “but it is a big deal because if
you get 10 fecals a day for $10, that’s $100. It’s
not the glamorous stuff, but it adds up. Rather
than looking at X, Y, and Z that’s going to get
CONTINUED ON NEXT PAGE 23
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you $1,000, ask yourself, ‘What if everyone
who came in spent $5 more ? What would that
do for me?’”
Trend: Clients refusing recommendations
(perhaps to save money)
Action: Take a deep breath, pull your thoughts
together, and work hard to communicate why
something is important – even routine items
like heartworm testing and preventatives.
“That’s the kind of stuff we as veterinarians
have said so many times, we get bored, and
we think everybody knows it,” said Dr. Felsted,
“but I think we have to make an effort to communicate value, especially now.”
At the same time, Dr. Merle warns of making
assumptions about any client. People talk all
the time about assuming a client wouldn’t
want higher-end services, but some people
simply are not the do-everything-at-any-cost
type. “I think sometimes we turn people off
by coming across that it’s an expectation they
have to do this,” said Dr. Merle.
Trend: Clients scheduling one piece of care at
a time (for budgeting reasons)
Action: Find ways to help them do just that,
through vaccination-only visits, bloodworkonly visits, etc. “We have to realize people may
want to spread out their spending over more
visits,” said Dr. Merle. “So, we need to make
that easier for them and help them with that
adjustment. In the past, we wanted them to
come in more frequently, but since most clients only came in two or three times a year,
we tried to pack everything in. Now, it might
make more sense to divide these things out.”
Trend: Lost charges, runaway discounts
Action: Plug that leak! Practice management
research shows the percentage of veterinary
charges never invoiced at 20-25%. That’s a
lot of missed charges. Sometimes charges fall
through the cracks. Sometimes doctors give
discounts on purpose. Either way, it allows in-

come to dribble away like a drippy faucet. “If
you do lab work, make sure it makes it onto
the invoice,” said Dr. Felsted. “And, ask yourself, ‘Why are we giving a discount to someone’s ex-wife’s brother-in-law?’”
Trend: Higher overall expenses
Action: Practice reasonable frugality, said
Dr. Felsted. That may mean less spent on
break-room treats for staff. It might include
shopping around for better health insurance
coverage or shifting some premium expense
to staff. You might cut the cleaning crew and
devise new staff routines to keep the place
tidy. Or maybe find ways to save both energy
and water to cut utility costs. You don’t have
to count every paper towel, sticky note and
pen, but good expense management is never
a bad idea.
Trend: Higher inventory expenses
Action: Find ways to increase inventory turns
by making smaller orders more frequently and
by streamlining product selection per category, with an eye toward just-in-time shipments.
Figure out what’s an immediate, everyday
need and what can be special ordered, then
use staff to connect with clients who need
special-order products regularly so that the
process is more efficient, without items sitting
on the shelf.
Want to eliminate special client orders all together? Check into Vets First Choicesm (see the
article on page 5).
Trend: High-end services not profitable or
feeling the need to add them to survive
Action: Either charge more for whiz-bang
services, including high-touch scheduling
and client handling, or consider cutting the
item out. “Instead of asking ‘What can we add
to what we’re doing?’” said Dr. Merle, “Ask,
‘What can we stop doing?’ Because either a)
it’s not profitable for us or b) it doesn’t fit our
core mission. Then, look at what you currently

do, and find ways to make it better.”
Trend: Low per-doctor production
Action: Track who is making production
goals and who isn’t. Dr. Felsted explained that
production benchmarks for each doctor are
usually set at five times compensation noted on an annual W-2. If an associate makes
$100,000 a year, that doctor should be billing
$500,000 in services annually. If not, find out
why and fix it, if possible. Often the solution
lies in the better use of technicians to free up
more doctor time for doctor tasks. Practices
that utilize their technicians effectively have
higher gross incomes than those that don’t.
However, keep an eye on staff efficiency as
well. If a doctor’s production can’t support
having three technicians around all day, every
day, then you may be overstaffed.

One More Time, With Feeling

If these suggestions sound familiar, it’s because they are. “It’s all about paying attention
to basics,” said Dr. Felsted. “It comes down to
the same stuff practice management consultants have been talking about for the last 10
years. All practices have a layer of fat in there,
and when times are good nobody cares, but
when times are not good, you have to start
paying attention. Most clients still have some
money, but they are choosing more carefully
where they spend it.”
Dr. Felsted added that few practices work to
full capacity. While now may not be the time
to tackle that bigger issue, she believes if you
take steps to solidify your financial foundation, you’ll come out of the recession stronger
than you went in.
Industry-wide, Dr. Merle believes this economic challenge will force practices to figure out
what they are and what they are not. She said,
“There is definitely room for improvement,
and there has been room for improvement.
The economy is forcing that to happen.”

PVP offers a number of inventory management programs—from in-clinic Lunch &
Learns hosted by your Territory Manager
to regional half-day workshops to comprehensive in-depth seminars—all designed to
help your veterinary practice make the most
of your inventory investment.
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